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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

May 12, 2005

To the Township Board
Denton Township
Roscommon County, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
Township of Denton, as of and for the year ended March 31, 2005, which collectively comprise
the Township’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Township’s management. Our responsibility is to
express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted: in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Township of Denton as of March 31,
2005, and the respective changes in financial position and cash flows, where applicable, thereof
and for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

P.O. BOX 962 - GAYLORD, MICHIGAN 49734
PHONE (989) 732-7515 + FAX (989) 732-7790
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The management’s discussion and analysis on pages 3 through 7 and budgetary comparison
information on pages 35 through 42 are not a required part of the basic financial statements but
are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the supplementary information. However, we did not ‘audit the information and express no
opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise Denton Township basic financial statements. The combining non-major
fund financial statements on pages 43 and 44 are presented for additional analysis and are not

. a required part of the basic financial statements. The combining non-major financial

statements have been subjected to the auditing procedures applied in the audit of the basic
financial statements, and, in our opinion, is fairly stated, in all material respects, in relation to
the financial statements taken as a whole.

KV Lok Matox all, 0 P

KESKINE, COOK, MILLER & ALEXANDER, LLP
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On Beautiful Houghton Lake

TOWNSHIP OF DENTON
MANAGEMENT’S DISCUSSION & ANALYSIS
YEAR ENDED MARCH 31, 2005

The following is a discussion and analysis of the annual financial report of the Township’s financial
performance for the fiscal year ended March 31, 2005 by management. Please read it in
conjunction with the financial statements, which immediately follow this section.

FINANCIAL HIGHLIGHTS

Our financial status remained stable. Assets as of March 31, 2005 totaled $12,978,457. Of this
total, $10,031,771 represents capital assets net of depreciation and related debt. Overall, assets
increased $473,626 from the prior year.

Revenues totaled $3,873,881. $2,969,224 were from Governmental activities, and
$904,657 from business-type activities. Total expenses were $3,395,255. Expenses for
governmental Activities were $2,632,231 and $763,024 for business-type activities. Total
revenue increased 10 percent. Total expenses increased 8 percent.

The taxable value of the Township increased by 7.99 percent, up from 5.14 percent over
the prior year.

The major asset acquired last year was a heavy rescue truck for $285,000.00. Other assets acquired
were new streetlights, a police vehicle, and a new maintenance garage. Liabilities totaled
$2,036,512. $1,665,000 is related to bonded sewer debt. Overall liabilities increased approximately
$30,000.

The only long-term debt incurred last year was for the rescue truck that was financed through Bank
One under the provisions of Act 99. The other items were covered by Fund balance reserves.
OVERVIEW OF THE FINANCIAL STATEMENTS

The report consists of three parts, management discussion and analysis, the financial

statements, and required supplementary information. The financial statements include

entity-wide statements and fund financial statements.
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ENTITY-WIDE FINANCIAL STATEMENTS

The entity wide statements report information about the entity as a whole using accounting
methods used by private companies. The statement of net assets includes all of the entity’s
assets and liabilities. The statement of activities records all of the current year revenues and
expenses regardless of when received or paid.

The statements report net assets and how they have changed. Nets assets are the difference
between the entity’s assets and liabilities. Net assets are an indicator of an entity’s financial
health.

Over time, trends in an entity’s new assets serve as an indicator of whether financial position
is improving or deteriorating.

Other factors such as changes in the tax base, condition of facilities, and personnel changes
should be considered in assessing the overall fiscal health of an entity.

The majority of reported activities of the Township are governmental. These include the
general fund, road fund, police fund, and fire fund. The sewer fund is treated as a business
activity as the revenues pay for the operations of the activity.

FUND FINANCIAL STATEMENTS

The fund financial statements provide detailed information about the Township’s funds,

focusing on the major funds, not the Township as a whole. The funds account for specific activities
or funding sources. Some funds are required by law or bond covenants. The Township board may
create additional funds. The funds are established to account for funding and spending of specific
financial resources and to show proper expenditure of the resources.

The Township has the following types of funds:

Governmental Funds: The majority of the Township’s activities are included in the
governmental fund category. These funds are presented by the modified accrual method,
which is designed to show short-term financial information. The differences between the
government-wide statements and the fund statements are disclosed in reconciling the
statements and explain the differences between them. The governmental funds of the
Township include: General, Road, Fire, Police, Mobile Home, Recreational, Park,
Ambulance, and Street Lights.

Proprietary Funds: These funds represent activities of the Township that are similar to
activities performed by private companies. These funds are designed to generate
revenues adequate to pay for the operations of the activity. These funds are presented on
a full accrual method and use the same format as the government-wide statements and
fund statements presentation. The Township’s proprietary fund is Sewer.



Fiduciary Funds: The Township is a trustee or fiduciary for assets that belong to others.
The Township maintains these funds and is responsible for insuring that the assets of the
funds are spent for their intended purpose and at the direction of the individuals or
organizations to which the funds belong. The Tax Collection Fund and McKinley Shores
Seawall are Fiduciary Funds.

FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net Assets: The Township’s combined net assets increased $478,622 during the year
ended March 31, 2005 and totaled $12,978,457.

The increase is the result of fixed asset additions exceeding Depreciation Allowances
during the year, mainly the new Rescue Truck.

Governmental Activities: The net assets for governmental activities increased $336,993,
Business Type Activities: The net assets for business-type activities increased $141,633.

The changes in this drea are consistent with prior periods and necessary to retire debt
and maintain the system.

FINANCIAL ANALYSIS OF THE TOWNSHIP’S FUNDS

GENERAL FUND: This fund records all activities not required to be recorded in a
separate fund. The activities included are zoning, elections, maintenance, assessing,
cemetery, community building, and township officials budgets. The major source of
revenue for the general fund is state revenue sharing and the allocated millage on the tax

base. Other sources are fees for services such as zoning fees, tax collection fees, and
rent income.

The General Fund Budget for Denton Township for the 2004-2005 Budget year was close
to the estimate for Revenue. Expenses for the General Fund, in most cases were close to the
budgeted amounts. Several General Fund expense accounts are well under budget as some
projects were delayed due to the uncertainty about State Revenue Sharing. Budgeted
expenses were estimated by averaging the last 3 years and adjusted for expected trends.

Upcoming projects, expected major repairs, equipment purchases, and other large expense
items were added.

ROADS: The fund records income and expenses for county owned streets within the
Township. The major revenue source is the voted township millage. A significant amount
of revenue comes from the Roscommon County Road Commission allocation of funds

between the townships. The funds are used for paving, curbing, and other improvements to
the streets.

FIRE: The fund covers the activities of the townships volunteer on call paid fire

department. The department is millage supported with revenue from fire protection
contracts with other townships.

POLICE: The police fund is millage supported with other revenues from liquor license
inspections, fees for insurance reports, and miscellaneous income.
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PARKS: The fund covers activities for the township park system. The system includes
the soccer fields, baseball field, pavilion, and beaches. The main source of income for
the fund is from the general fund. There is no voted millage specifically for parks. In
past years, grant income has been a significant source of revenue.

AMBULANCE: The revenues and expenses for the ambulance service is recorded by
this fund. The fund is millage supported with approximately 35 percent of total revenue
derived from the millage. Insurance fees from Medicare, Blue Cross, and other
insurances provide the bulk of the remaining income. Mutual aid fees, ALS intercept
fees, and training program fees are other sources of revenue. Donations from private
individuals have been a significant source of revenue in past years.

STREETLIGHTS: The fund provides the revenue to pay utility costs and other
operational costs of the program. The fund is millage supported.

COMMERICAL REHAB: This fund is a revolving fund that loans money to established
business owners in the township. Start up funding was provided many years ago by a

grant. Revenue for the fund comes from bank interest on retained funds, loan payments, and
loan interest.

TRASH/COMPOST: This fund is supported by a special assessment on residential
units in the township. Other sources of funding are the general fund, recycling revenue,
commercial user fees, and grant income.

MOBILE HOME PARK: This fund is wholly supported by user fees charged to
park users. Camping fees and lot rents are the main sources of revenue.

SEWER: The fund is supported mainly by user fees. Permit fees, delinquent fees,
and capacity fees are other sources of revenue. The original system was bonded and
paid for by special assessment districts. The last bond was paid off this year. The
bond for the last expansion of the system was paid by increased user fees. The
operations of the system are managed by the Houghton Lake Sewer Agency.

COMPONENT UNIT: The Houghton Lake Improvement Board is a component unit and is
reported in an oversight capacity only. The HLIB approves all special assessments that fund
the Boards activities. The HLIB is solely responsible for approving any projects and the
related expense. i

CAPITAL ASSET AND LONG-TERM DEPT ACTIVITY

Capital Assets. Total purchases were $527,418. The purchases were a Ford Explorer at
$23,328 for the Police; a Ford 350 at $27,186, a tractor at $42,100, and Garage at $53,600,
all for the Maintenance Department; a Fire Truck for $285,000 for the Fire Department;
and Streetlights for $49,875. A police car and two tractors were traded in.

Long-term Debt. The new Fire Department Rescue Truck. $260,000 was financed under
Act 99. The McKinley Seawall Note was financed in the Township name. $57,671 and
is an Agency Activity.
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Future Considerations

The growth of Denton Township needs to be considered in any type of planning for the
Township. The township has experienced a surge in commercial development with the new
Walmart. A new strip mall between Walmart and Home Depot is under construction. Two
new auto parts stores are nearing completion and the new Dollar Store is open. Lowe’s is
planning a new store east of Walmart and Independent Bank has received preliminary approval,
pending approval from other state and local agencies.

New residential developments are in the planning stages. Two income based apartment complexes
with 72 units tota] have been approved by the Township and are in the final planning stages. This
growth will require upgraded roads and require additional EMS services. The Houghton Lake
Sewer Authority has authorized engineering studies to upgrade the South Harrison Road facility.
Estimated cost for the sewer upgrade in approximately $6,500,000.00, which will be prorated
between the three townships. The township is also looking at upgrading the Level Park Sewer

Plant. Other possible demands for increased services may be for parks and possibly a water system
for some areas.

The Township has signed preliminary documents for a new ambulance facility, scheduled for
completion by the fall of 2006. Estimated cost of the facility is expected to be $875,000 and will be
financed through USDA Rural Development by 30 or 40-year bonds. An option to purchase lake
property for a park has been signed for $720,000. Expected acquisition date is before June 1, 2006.
The Township is hoping to receive a DNR Grant for $450,000 to pay for part of the cost.

Contacting Entity Management

The report is designed to provide an overview of Denton Township’s financial position and the
accounting procedures used. If you have questions concerning this report please contact Fred
Chidester, Supervisor, at 2565 S. Gladwin Rd, P.O. Box 289, Prudenville, MI 48651.

—==,

Ffed Chidester, Supervisor

_//)
/

Carst (2 Chotor

Carol A. Asher, Clerk




ASSETS
Current Assets:
Cash
Investments
Receivables
Delinquent Taxes Receivable
Inventories
Due from Fiduciary Fund

Total Current Assets

Non-Current Assets:
Capital Assets
Accumulated Depreciation

Total Non-Current Assets

Total Assets

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Liabilities
Current Portion of Long-Term
Debt

Total Current Liabilities

Long-Term Liabilities:
Notes Payable
Bonds Payable
Lease Obligations

Total Long-Term Liabilities

Total Liabilities

NET ASSETS
Investment in Capital Assets, Net
of Related Debt
Unrestricted

Total Net Assets

TOWNSHIP OF DENTON
STATEMENT OF NET ASSETS
MARCH 31, 2005

Primary Government

Governmental Business Type Component
Activities Activities Total Unit

$ 1,273,523 § 390,811 1,664,334 $ 1,226,528

492,676 819,498 1,312,174 311,344

96,454 272,106 368,560 -

131,322 25,586 156,908 20,375

18,000 - 18,000 -

1,463,222 - 1,463,222 -

3,475,197 1,508,001 4,983,198 1,558,247

4,074,764 12,202,191 16,276,955 -

(1,539,231) (4,705,953) (6,245,184) -

2,535,533 7,496,238 10,031,771 -

6,010,730 9,004,239 15,014,969 1,558,247

7,771 7,638 15,409 -

69,388 - 69,388 -

58,178 175,000 233,178 -

135,337 182,638 317,975 -

226,775 - 226,775 -

- 1,490,000 1,490,000 -

1,762 - 1,762 -

228,537 1,490,000 1,718,537 -

363,874 1,672,638 2,036,512 -

2,248,818 5,831,238 8,080,056 -

3,398,038 1,500,363 4,898,401 1,558,247

$ 5,646,856 $ 7,331,601 12,978,457 $ 1,558,247

See accompanying notes to financial statements.



‘sjusWiele)s [eioueuy o) sajou BulAuedwoooe a8g

J2'956'L  $  ASv'el6'ZTL $ L09LEE’L $ 968'0v9'S $ L€ HOMVI - S13SSVY 13N
Zo'sey'L 1£8'66¥'C) 896'681'L £98°60€'S L I¥dV - S13SSV 13N
S61'02L 9z9'8.Ly £e9'LYL £66'9€€ S$13SSV 13N NI IONVHO
101652 09%'560°C 8£9'0Z 228'v10'C S3INNIATY TvHINID TVi0L
10092 GLL 9£9'0Z yLL'LS sBuiwe3 juaunsany
- z08'si - 2088l SNO3UE||aosIN
y81'8lL y8L'si jasse |epdeo jo [esodsip uo Ules
- 1€8'20¥ - 1£8° 20V (asodind oyoads 0} PajdLISal JOU) BNUIATY PaIeYS 8lelg
- 159'22¢ - 169'12¢ S0IAISS BIBJIBM B UIESH JOj PaIAST
- 819'L9¥ - 819'19% S8OIAIG SHIOM DANd O} PAIADT
- 780'vvy - Z80°'vvy sa01AI9G Ajajes 21and Joj paiAeT
004622 82G'S¥E - 8z5'Gve sesoding [e18uag) JO} palnsT]
:saxe ] Auadoid
SINNIATY TVHIANIO
(906'vEL) - - - - $ - $ - ¢ (o06'vel) 8 LINN LINSNOdWOD
(p€8'919°'L) (c66'0Z1) (6z8'LEL')) - $ c06'le ¢ olg'oss't ¢ (ssz'see'el $ juawuIaA09) Arewid |ejoL
- G66'0Z) 566'021 - - - 610'¥88 (¥20'c92) Wo)sAS Jamas
S3ILIAILOY 3dAL-SSINISNE
- (628°L€L')) - {628'L8L'1) - S06°'12 169218 (1€2'2£9'2) SBIJIAIIIY [BJUSWIUIBA0Y [BjOL
- (080'g) - (080°G) - - - (080°'s) 198Q ws 1-Buo uo Jsaisiul
- (cez'089) - (ezz'088) - - 6GL'e (28¢£'£83) SHOM dliand
- (vesose) - (¥e5'0ge) - G88°1Z 80,801 (2z1'189%) Keyes oyand
- (z16'sL) - (216'G1) - - 122°'LL (geL'e6) uonea.nady g syied
- {80£'092) - (80£°092) - 0z $05°'119 (zes‘L.8) aieydM B UiedH
- (Gze'91) - (gig'91) - - oLLZE, (g80'6t) yawdolarag
21WOU02] pue Ajunwiwo)
- ¢ (z6£'609) $ - $ (26£'609) $ - $ - ¢ G6L'6E ¢ (/85'8¢v8) ¢ JUSLULIBAOS) [BISUdD)
SIILIAILOV TVLNIWNYIAOD
1INN viol SIILIAILOV S3ILIALLOY SNOILNEINLINOD  SNOILNGINLNOD S3DINYIS SaSNadX3
ININOdWOD 3dAL IVINIWNYIAOD anvy ANY SLNVYO « ¥O4
-ss3sNIsnd SINVYO TV1IdVD ONILVYIO SADUVHI
INTWNAUIAOD AJVIARId

SI3SSV 13N Ni SIONVHD ANV INNIATY (3SN3dX3) 1IN SINNIAIY NVAEOO0ud

G00Z ‘L€ HOYVIW G3AN3 dV3A
S3ILIAILLOV 40 LNIW3LVLS
NOL1N3A 40 dIHSNMOL




ol
Sjusiuajess jeloueul 0} sajou bulAuedwoooe asg

16l'alp'e $ sgev'ore $ 006'9F $ GeL'gel $  veL'vol'tL $ Aynb3 puny pue sajljiqel |ejo |
991'6Y¥'E 8Zy'ov6 006'9Y seL'ees €00'6€L°1 Ayinb3 puny lejol
000°gL - - 000'8} - paAlasay
81628 - - - 816'/8 pajeubiseqg
8Y6'cre'e 82ZY'0v6 006'9Y GE1°50L S8Y'159°) pajeubisapun
aouejeg puny
A3inb3z pung
lel'ge - - - 1eL'6e saljijigel |ejo
096'Z21 - - - 096°L1L safjlligel paniooy
VLL'L - - - V22 ajqeded sjunoosdy
sajjljiqgety
ALIND3 ANN4 ANV S3ILIIgVIT
l6l'el¥'e 82y 06 006'9 seL'ees yeL V921 Sjassy [ejo,
000'81 - - 000'81 - SOLIOJUBAL|
2eeeor'l 0v.‘129 805'802 y¥2'z0¢g 0€2°0€¢ Spund Jsy© wou anQg
¥Sb'96 - L= ¥S'96 - (seouemolly jo JaN) sjunosoy
zeeilel 1£8'¢cs G8.2°€Z RN T4 8¢S°'l¢e saxe] jusnbuljsg
9/9'¢26¥ 9/2'¢6 . - B8e9'e/ 29.'see SjuswijsaAu|
€25'eLT'} $ Gi6'L21 $ (e6g's81) $ 129902 $  PL2080'L ¢ sjusjeainb3 pue ysen
$13ssvy
Iviol SANN4 HSYY1 JONVINGINY AVHINID
AVLINIWNYIAOD
HOrvymnw-NON

S00Z ‘L€ HOYVIN
SANNd TVLN3IANNYIA0D
133HS 3O0NV1vd
NOLN3Q 40 dIHSNMOL




TOWNSHIP OF DENTON
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
MARCH 31, 2005

TOTAL FUND EQUITY - GOVERNMENTAL ACTIVITIES (PER $ 3,449,466
BALANCE SHEET - PAGE 10)

Amounts reported for governmental activities in the Statement of Net
Assets (page 8) are different because:

Capital assets used in governmental activities are not current

financial resources and therefore are not recorded in the funds.

This represents the amounts by which capital assets used in

governmental funds exceeds accumulated depreciation. 2,535,533

Long-term liabilities, including notes/bonds payable and accrued
liabilities are not due and payable in the current period and
therefore are not reported in the funds. (338,143)

TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES (PER
THE STATEMENT OF NET ASSETS - PAGE 8) $ 5,646,856

See accompanying notes to financial statements
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TOWNSHIP OF DENTON
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
MARCH 31, 2005

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ 190,898
- PAGE 12

. Amounts reported for governmental activities in the Statement of Activities
(page 9) are different because:

Governmental funds do not report long-term debt; therefore, debt service

payments are recorded as expenditures. However in government-wide

financial statements, long-term debt is recorded as a liability and

payments are applied against the outstanding balances. 57,104

Debt/asset purchase on an installment purchase is recorded in the
statement of activities not on the governmental fund statements. (260,000)

Governmental funds report capital outlays as expenditures. However
in the statement of activities, the cost of those assets are capitalized
and depreciation charged to expense over their useful life.

Current year asset additions 593,642
Current Year Depreciation allowance (231,878)
Governmental funds report sales proceeds of assets as income but the
statement of activities records only the net gain/loss on the sale of the
asset. (3,366)
Increase of long-term accrued liabilities is not recorded in
governmental funds (5,000)
Increases, decreases to compensated absenses are not recorded in
governmental funds except when paid currently. In government-wide
financial statements increases and decreases are recorded in the
current period. (4,407)
CHANGE IN NET ASSETS - GOVERNMENTAL ACTIVITIES (PER
THE STATEMENT OF ACTIVITIES - PAGE 9) $ 336,993

See accompanying notes to financial statements
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TOWNSHIP OF DENTON
STATEMENT OF NET ASSETS
PROPRIETARY FUND
MARCH 31, 2005

ASSETS
Current Assets:
Cash and Equivalents
Investments
Receivables:
Delinquent Assessments
Accounts
Interest

Total Current Assets
Non-Current Assets:

Sewer System

Less Accumulated Depreciation

Total Non-Current Assets

Total Assets

LIABILITIES

Current Liabilities:
Accounts Payable

Accrued Interest Payable

Current Portion of Long-Term Debt

Total Current Liabilities

Long-Term Debt:
Notes / Bonds Payable

Total Liabilities

NET ASSETS

Invested in Capital Assets Net of Related Debt
Unrestricted

Total Net Assets

See accompanying notes to financial statements.
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SEWER FUND

$ 1,210,309

25,586
272,106

1,508,001

12,202,191
(4,705,953)

7,496,238

9,004,239

7,638
175,000

182,638

1,480,000

1,672,638

5,831,238
1,500,363

$ 7,331,601




TOWNSHIP OF DENTON
STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUND
YEAR ENDED MARCH 31, 2005

SEWER FUND

OPERATING REVENUES
Usage Fees and Other $ 884,019

OPERATING EXPENSES
Houghton Lake Sewer Authority 560,179
Depreciation 162,894
Administration 3,051
Total Operating Expenses 726,124
Operating Income 157,895

NON-OPERATING REVENUE

Interest Income on Investments 20,638

NON-OPERATING EXPENSES
Interest on Bonds 36,900
Paying Agent Fees -

Total Non - Operating Expenses 36,900

Non - Operating Loss (16,262)

Net Income 141,633
Fund Net Assets- April 1 7,189,968
Fund Net Assets -~ March 31 $ 7,331,601

See accompanying notes to financial statements.
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TOWNSHIP OF DENTON
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
YEAR ENDED MARCH 31, 2005

SEWER FUND
Cash Flows From Operating Activities:
Cash received from customers $ 879,483
* Cash payments to suppliers for goods and services (559,727)
Net Cash Provided by Operating Activities 319,756
Cash Flows From Capital Financing Activities:
Principal paid on bonded debt (180,000)
Interest paid ' (36,900)
Net Cash Used by Capital Financing Activities (216,900)
Cash Flows From Investing Activities:
(Purchase) redemption of investments -
Interest earned on investments 20,637
Net Cash Provided by Investing Activities 20,637
Net Increase (decrease) in Cash 123,493
Cash and Equivalents - April 1 1,086,816
Cash and Equivalents - March 31 $ 1210300
Reconcilliation of operating income to net cash provided by operating activities
Operating Income $ 157,895
Adjustments to reconcile operating income to net cash provided by operating activities
Depreciation 162,894.00
Decrease in accounts receivable and current assets (4,535.00)
Increase in accounts payable and other liabilities 3,502.00 161,861
Net cash provided by operating activities $ 319,756

See accompanying notes to financial statements
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TOWNSHIP OF DENTON
STATEMENT OF FIDUCIARY NET ASSETS

ASSETS
Cash
Special Assessment Receivable
Due from County
LIABILITIES

Due to Township

Due to County of Roscommon

Due to Schools

Due-to Other Governments

Deferred Revenue Special Assessment
Note Payable

Due to Others

Total Liabilities

MARCH 31, 2005

See accompanying notes to financial statements.
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AGENCY FUNDS

1,498,223
25,824
3,400

1,527,447

1,463,222

4,502
139
25,824
57,671
23,911

1,627,447




TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE A: ENTITY

The Township of Denton is a General Law Township of the State of Michigan, located
in Roscommon County, Michigan. [t operates under an elected Board and provides
services to its residents in many areas including law enforcement, community
enrichment, and human services. The criteria for determining the various
governmental organizations to be included in the reporting entity’s financial
statements include oversight responsibility, scope of public service and special
financing relationships. On this basis, the financial statements include all of the
governmental functions of Denton Township. The entities included in these financial
statements are as follows:

HOUGHTON LAKE SEWER AUTHORITY

The Townships of Roscommon, Denton and Lake formed the Houghton Lake Sewer
Authority, a joint venture, in 1973 for the purpose of operating, maintaining,
administering and managing a sanitary sewage disposal facility for the benefit of the
aforementioned three Townships and for any other Township or municipality which
thereafter joins in and becomes part of such sewer system and the related
agreement, all for the betterment of the health, safety, economy and general welfare
of the participating municipalities.

Pursuant to the formation of the Authority, the Roscommon County Department of
Public Works issued $2,420,000 of bonds whereupon each Township assumed the
responsibility of reimbursing the County for their respective share of the total bonds
issued. These bonds were fully retired.

Various other Roscommon County Department of Public Works bonds were issued to
help defray the cost of the subsequent additions.

Ownership of the public sanitary sewer system will remain with the Roscommon
County Department of Public Works until all outstanding bonds issued by said
Department of the County of Roscommon (pertaining to the system) have been
retired. Thereafter, all portions of the system shall become the property of the
respective municipalities within which they are located and are to be operated for the
benefit of said participating municipalities both jointly and severally.

A schedule of indebtedness is included in Note G to detail all bond issues
outstanding attributed to Denton Township. The Township has levied a special
assessment based on a front footage to aid in the payment of the bonded debt. In
addition, an annual service charge may be levied to provide for any bonded debt not
recoverable by the special assessment.

18




NOTE A:

NOTE B:

TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

ENTITY (CONTINUED)

HOUGHTON LAKE SEWER AUTHORITY (CONTINUED)

The Township’s proportionate share of the Authority’s operating expenses is
included in the Township’s Sewer Fund. The Authority is a joint venture and is
audited under separate cover. Copies of the Financial Statements for the Houghton
Lake Sewer Authority may be obtained from the Authority whose address is:

P.O. Box 8 Houghton Lake, Ml 48629.

HOUGHTON LAKE IMPROVEMENT BOARD

In 2000, the Houghton Lake Improvement Board was formed under authorization of
Natural Resources and Environmental Protection Act 451 of 1994, by resolution of
the boards of Denton, Markey, Lake, and Roscommon Townships of Roscommon
County. The Board was formed for the purpose of protecting and improving the
water quality of Houghton Lake from the infection of nonnative plants and vegetation
that threaten the water quality of the lake.

The Board formed a special assessment district composed of all parcels of land and
local units which will be benefited from the improvements. The special assessment
district includes properties in Denton, Markey, Lake, Roscommon Townships. Itis
funded by a special assessment, contributions from participating Townships, and
state appropriations.

The Board is reported as a component unit of the Township of Denton. The treasurer
of the Township served as the treasurer of the Improvement Board through January

2005.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accounting and reporting framework and the more significant accounting
principles and practices of Denton Township are discussed in subsequent sections of
this Note. The remainder of the Notes are organized to provide explanations,
including required disclosures, of the Township’s financial activities for the fiscal year

ended March 31, 2005.
The accounting policies of Denton Township conform to the generally accepted

accounting principles as applicable to governments. The following is a summary of
the more significant policies.
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

INTRODUCTION (CONTINUED)

On April 1, 2004, Denton Township adopted the new governmental reporting model
and implemented Governmental Accounting Standards Board (GASB) Statement No.
34 “Basic Financial Statements - and Management’s Discussion and Analysis — for
State and Local Governments” and Statement No. 38 “Certain Financial Statement
Note Disclosures”.

Under the provisions of GASB Statements No. 34 and 38, the focus of the
Township’s financial statements has shifted from a fund focus to a government-wide
focus.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENT PRESENTATION

Government-Wide Financial Statements

The government-wide financial statements include the statement of net assets and
the statement of activities. These statements report financial information for the
Township as a whole, excluding fiduciary activities such as tax collection activities.
Individual funds are not displayed but the statements distinguish governmental
activities, generally supported by taxes and Township general revenues, from
business-type activities, generally financed in whole or in part with fees charged to
external customers.

The statement of activities reports the expenses of a given function offset by program
revenues directly connected with functional programs. A function is an assembly of
similar activities and may include portions of a fund or summarize more than one fund
to capture the expenses and program revenues associated with a distinct functional
activity. Program revenues include: (1) charges for services which report fees, fines
and forfeitures, and other charges to users of the Township’s services; (2) operating
grants and contributions which finance annual operating activities including restricted
investment income; and (3) capital grants and contributions which fund the
acquisition, construction, or rehabilitation of capital assets and include fees to
developers. These revenues are subject to externally imposed restrictions to these
program uses. Taxes and other revenue sources not properly included with program
revenues are reported as general revenues.

20



TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENT PRESENTATION

(CONTINUED)

Fund Financial Statements

Fund financial statements are provided for governmental, proprietary, and fiduciary
funds. Major individual governmental and enterprise funds are reported in separate
columns with composite columns for non-major funds.

' The measurement focus and basis of accounting for the government-wide and fund

financial statements are described in a subsequent section of this note.

FUND TYPES AND MAJOR FUNDS

Governmental Funds

The Township reports the following major governmental funds:

General Fund - This fund is used to account for all financial transactions except those
required to be accounted for in another fund. The fund includes the general
operating expenditures of the local unit. Revenues are derived primarily from
property taxes, state grants, interest, and other intergovernmental revenues.
Ambulance Fund — This fund is used to account for all financial transactions of the
ambulance services provided by Denton Township. Revenues are derived from
property taxes and charges for services.

Trash Pick Up Fund — This fund is used to account for all financial transactions
related to trash pick up services provided by Denton Township. Revenues are
derived from special assessments, user fees, recyling income, and grant income.

The Township reports, in total, the following non-major funds:

Street Lights, Fire, Mobile Home, Police, Recreational/Park, and Roads.
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

FUND TYPES AND MAJOR FUNDS (CONTINUED)

Proprietary Funds
The Township reports the following major proprietary fund:

Enterprise Funds - Enterprise funds report operations that provide services which are
financed primarily by user charges, or activities where periodic measurement of net
income is appropriate for capital maintenance, public policy, management control or
other purposes. The Township maintains a Sewer Fund in this category.

Other Funds

Fiduciary Funds - These funds are used to account for assets held in trust or as an
agent for others. Tax collection activities are recorded in this category. Fiduciary
activities are not reported in the government-wide financial statements, in accordance

with GASB Statement No. 34.

COMPONENT UNIT

Houghton Lake Improvement Board Fund — This fund is used to account for all
financial transactions of the Improvement Board, which is described in Note A of
these financial statements. Revenues are derived primarily from special assessment
and contributions from other governments, and expenditures consist of treatments to
improve the health of Houghton Lake.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The financial statements of the Township are prepared in accordance with generally
accepted accounting principles (GAAP). The Township applies all relevant
Governmental Accounting Standards Board (GASB) pronouncements and applicable
Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, unless they
conflict with GASB pronouncements. The Township does not apply FASB
pronouncements or APB opinions issued after November 30, 1989.
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)
Government-Wide Financial Statements

The government-wide statements report using the economic resources measurement
focus and the accrual basis of accounting generally including the reclassification or
elimination of internal activity (between or within funds). However, internal
eliminations do not include utility services provided to Township departments.
Proprietary and fiduciary fund financial statements also report using this same focus
and basis of accounting although internal activity is not eliminated in these
statements. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Property tax
revenues are recognized in the year for which they are levied while grants are
recognized when grantor eligibility requirements are met.

Governmental Fund Financial Statements

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. Available means
collectible within the current period or soon enough thereafter to pay current liabilities.
The Township considers revenues to be available if they are collected within 60 days
of the end of the fiscal year. Expenditures are recorded when the related fund liability
is incurred, except for general obligation bond principal and interest which are
reported as expenditures in the year due.

Major revenue sources susceptible to accrual include: sales and use taxes, property
taxes, franchise taxes (fees), intergovernmental revenues, and investment income.
In general, other revenues are recognized when cash is received.

Property Taxes
The property tax calendar is as follows:

Lien Date December 31, 2003
Levy Dates July 1, 2004 (summer collection)
December 1, 2004 (winter collection)
Due Dates September 15, 2004 (summer collection)
February 15, 2005 (winter collection)
23




TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)

Governmental Fund Financial Statements (Continued)

The real property tax rolls were turned over to the County of Roscommon on March

1, 2004. Collection of personal property taxes remains the responsibility of the
Township. Amounts collected after the due date are assessed interest and/or penalty
provisions. A county revolving fund normally pays the balance of the Township’s real
property tax levy by May 31. The entire Township levy is recorded as revenue in the

current year.

The tax rates for the year ended March 31, 2005, were as follows:

PURPOSE RATE/TAXABLE VALUATION
General 1.5 per $1,000
Fire 1.0
Roads .50
Police .9336
Street Lights .50
Ambulance Operating 1.4261
Total Millage 5.8597

Proprietary Fund Financial Statements

Operating income reported in proprietary fund financial includes revenues and
expenses related to the primary, continuing operations of the fund. Principal
operating revenues for proprietary funds are charges to customers for sales or
services. Principal operating expenses are the costs of providing goods or services
and include administrative expenses and depreciation of capital assets. Other
revenues and expenses are classified as non-operating in the financial statements.

LONG-TERM DEBT, DEFERRED DEBT EXPENSE, AND BOND
DISCOUNTS/PREMIUMS

In the government-wide and proprietary financial statements, outstanding debt is
reported as liabilities. Bond issuance costs, bond discounts or premiums, and the
difference between the reacquisition price and the net carrying value of refunded
debt are capitalized and amortized over the terms of the respective bonds using a
method that approximates the effect of interest method.
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE B: SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

LONG-TERM DEBT, DEFERRED DEBT EXPENSE, AND BOND
DISCOUNTS/PREMIUMS (CONTINUED)

The governmental fund financial statements recognize the proceeds of debt and
premiums as other financing sources of the current period. Issuance costs are

reported as expenditures.

BUDGETS ~

Public Act 621 of 1978 as amended provides that a local unit shall not incur
expenditures in excess of the amount appropriated. The approved budgets of the
Township for budgetary funds were adopted on a fund level. Budgets are normally
formulated during January and February of each year and a budget hearing is held in
March. The Board normally adopts the budget just prior to April 1. The budgets as
presented in these financial statements have been amended as necessary
throughout the year. They were adopted using the modified accrual method of
accounting. They expire on March 31 of each year. There are no carryover items.
The Township experienced no over expenditures for the year ended March 31, 2005.

USE OF ESTIMATES

The financial statements have been prepared in conformity with generally accepted
accounting principles as applicable to governments and, as such, include amounts
based on informed estimates and judgments of management with consideration
given to materiality. Actual results could differ from those estimates.

INVENTORY

Inventory is stated at estimated cost.

CAPITAL ASSETS AND DEPRECIATION

The Township’s property, plant, equipment, and infrastructure with useful lives of
more than one year are stated at historical cost and comprehensively reported in the
government-wide financial statements. Proprietary capital assets are also reported in
the respective fund financial statements. Donated assets are stated at fair value on
the date donated. The Township generally capitalizes assets with historical cost of
$2,500 or more as purchase and construction outlays occur. The costs of normal
maintenance and repairs that do not add to the asset value or materially extend
useful lives are not capitalized. Capital assets are depreciated using the straight-line
method. When capital assets are disposed, the cost and applicable accumulated
depreciation are removed from the respective accounts and the resulting gain or loss

is recorded in operations.
25



NOTE B:

NOTE C:

TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

CAPITAL ASSETS AND DEPRECIATION (CONTINUED)

Estimated useful lives, in years, for depreciable assets are as follows:

Buildings 40
Improvements, other than buildings 15-40
Mobile equipment 3-10
Furniture, machinery, and equipment 5-15
Sewer system 75

For information describing capital assets, see Note F.

CASH, CASH EQUIVALENTS AND INVESTMENTS

COMMON BANK ACCOUNT

For investment purposes the Township maintains cash from several funds in
common bank accounts. Balances belonging to each fund are as follows:

General Fund $ 1,317,631
Fire Fund 107,739
Recreational Park Fund (6,426)
Road Fund 2,652
Trash Pickup Fund (185,393)
Police Fund (86,433)
Street Lights Fund 171,757
Mobile Home Park Fund 75,511
Ambulance Fund 280,265
Total $ 1,677.303

Cash consists of bank accounts or securities with original maturities of 90 days or
less.

CASH AND INVESTMENTS
All cash deposits are maintained in financial institutions in Michigan. The Township’s
pooled and non-pooled deposits are categorized to give an indication of the level of

risk assumed by the Township at fiscal year-end. The categories are described as
follows:

26



TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE C: CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

CASH AND INVESTMENTS (CONTINUED)

Category 1 - Insured or collateralized with securities held by the Township
or by its agent in the Township’s name.

Category 2 - Collateralized with securities held by the pledging financial
institution’s trust department or agent in the Township’s name.

Category 3 - Uncollateralized.

BANK CARRYING
BALANCE 1 2 3 AMOUNT
Pooled Deposits $ 1,730,086 $ 300,000 $ - $ 1,430,061 $ 1,677,303
- Sewer 1,212,922 100,000 - 1,112,922 1,210,309
General 88,639 - - 88,639 88,595

Total Cash Deposits $ 3,031,647 $ 400,000 § - $2631.647 $2,976,207

Component Unit $1537,873 $200000 $ - = $1337.873 $1.537.873
Agency $1.501,694 $120000 $ - = $13816904 $ 1.498.223
INVESTMENTS

Investments (included above) consists of certificates of deposit and they are stated at
cost, which approximates fair market value. Investments consist of securities with
original maturities in excess of 90 days. Investing is performed in accordance with
investment policies complying with state statutes.

The Governmental Accounting Standards Board Statement No. 3 risk disclosures for
the Township's investments are as follows:

(1) Insured or securities held by the Township or the Township’s agent in the

Township’s name.

(2) Uninsured with securities held by the counter party’s trust department or its
agent in the Township’s name.

(3) Uninsured with securities held by the counter party’s trust department or
agent but not in the Township’s name.
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE D: RECEIVABLES
Receivables consist of the following:
Delinguent Taxes and Assessments

County of Roscommon bonds for tax collection and pays balances due various taxing
authorities during May of each year.

General Fund $ 27,528
Ambulance Fund 26,172
Houghton Lake Improvement 20,375
Sewer Fund 25,586
Trash Fund 23,785
Non-major Govt. Funds 53,837
Agency 1,800
$ 179,083
Special Revenue Funds
Ambulance runs $ 160,454
Less allowance for uncollectibles (64,000)
$ 96,454
Sewer Fund
Usage fees $ 272,106
TOTAL RECEIVABLES $ 547,643

The Houghton Lake Sewer Authority manages and collects the receivables of the
sewer fund for Denton Township. Delinquent fees are added to the tax roll, therefore
no allowance for doubtful accounts is necessary.

NOTE E: INTERFUND RECEIVABLES AND PAYABLES

Interfund receivables and payables consist of:

Monies collected in the property tax collection fund and not disbursed to the various
funds at March 31, 2005.
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TOWNSHIP OF DENTON

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE E: INTERFUND RECEIVABLES AND PAYABLES (CONTINUED)

INTERFUND RECEIVABLES

NOTE F: CAPITAL ASSETS

Governmental Activities
Balance, April 1, 2004
Increases
Decreases
Balance, March 31, 2005

Governmental Activities
Accumulated Depreciation
Balance, April 1, 2004
Increases
Decreases
Balance, March 31, 2005

Governmental Activities
Capital Assets, Net

Business-Type Activities
Balance, April 1, 2004
Increases
Decreases
Balance, March 31, 2005

Accumulated Depreciation
Balance, April 1, 2004
Increases
Decreases
Balance, March 31, 2005

Business-Type Activities
Capital Assets, Net

Primary Government
Capital Assets, Net

INTERFUND PAYABLES

General Fund $ 330,730 Agency Fund $ 1463222
Fire Fund 211,939
Road Fund 105,968
Trash Pickup Fund 208,508
Police Fund 197,865
Streetlight Fund 105,968
Ambulance Fund 302,244
Total $ 1463222
CAPITAL ASSETS
NOT DEPRECIATED CAPITAL ASSETS DEPRECIATED
Land & Furniture Machinery Sewage
Improv. Buildings & Fixtures & Equipment [nfrastructure System Totals

$ 200,338 $ 2,025,967 $ 58,937 $1,224570 $ - $ - $ 3,509,812

- - - 543,767 49,875 - 593,642

- - - - - - 28,690

200,338 2,025,967 58,937 1,739,647 49,875 - 4,074,764

- 708,009 29,931 594,736 - - 1,332,676

- 51,139 8,287 172,036 416 - 231,878

- - - 25324 - - 25,324

- 759,148 38,218 741,448 416 - 1,539,230

$ 200,338 $ 1266819 3 20719 $ 098199 § 49459 $ = $ 2535534

$ - $ 17,000 $ - - $ - $12,185,191 $12,202,191

- 17,000 - - 12,185,191 12,202,191

$ - $ 4675 $ - - $ - $ 4,538,384 $ 4,543,059

- 425 - - - 162,469 162,894

- 5,100 - - - $ 4.700853 $ 4.705.953

$ - $§ 11900 § - s - $ - $ 7484338 § 7496238

$_200,338 $ 1278719 § 20719 § 998199 § 49450 § 7484338 §10031772
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE F: CARITAL ASSETS (CONTINUED)

Depreciation expense was charged to functions of the Township as follows:

Governmental Activities

Business-Type Activities

Township Administration $ 9484 Sewer Utilities $ 162,894
Township Hall & Groups 27,338
Parks & Recreation 9,780
Public Safety 174,983
Health & Welfare 9,878
Public Works 415
Total $231.878
NOTE G: LONG-TERM DEBT
Balance Balance Due
April 1 March 31 Within
2004 Additions Retirements 2005 One Year
Governmental Activities
Major Governmental Fund
Ambulance Note $ 26681 $ - $24635 $ 2,046 $ 2,046
Copier Capital Lease 3,875 - 1,057 2,818 1,056
Non Major Governmental Fund
Fire Truck Notes 53,264 260,000 31,413 281,851 55,076
Total $ 83820 $260000 $ 57105 $ 286,715 $ 58,178
Business-type Activities
Magjor Enterprise Fund
Sewer Bonds-1993 Issue  $1.845,000 - 180,000 _1,665,000 _ 175,000
Total Primary Government
Long-term Debt $1.928.820 $260,000 $237.105 $1.951.715 $ 233,128

AMBULANCE NOTE

In May 2002, The Township incurred debt of $71,517 for the purchase of an
Ambulance. The terms of the note are: monthly payments of $2,100, including
interest at 3.65% for 3 years. The balance on March 31, 2005 totaled $2,046.
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE G: LONG-TERM DEBT (CONTINUED)

'vFIRE TRUCK INSTALLMENT LOANS

In November 2000, the Township borrowed $146,577 to finance the purchase of a
fire truck under an installment loan agreement. Payments are $2,753 monthly for five
years, including interest at 5.25%. The balance on March 31, 2005 was $21,851.

In October 2004, the Township borrowed $260,000 to finance the purchase of a
rescue truck under an installment purchase agreement. Payments are $37,726
annually for eight years, including interest at 3.91%. The first payment is due in April

2005.

SEWER BONDS

1993 Limited tax general obligation bond — original bond amount was $3,500,000.
Annual principal payments range from $145,000 - $210,000, plus semi-annual
interest payments at a rate of 2%. Balance at March 31, 2005 was $1,665,000.

CAPITAL LEASE

The Township purchased a Sharp Copier January 7, 2003 under a capital lease
which requires monthly payments of $88.04 with a purchase option after 60 months
for $1.00. Current year lease expense $1,056.

SEAWALL INSTALLMENT LOAN

In June 2004, the Township entered into an installment purchase agreement on
behalf of the McKinnley Shores Homeowners Association to construct a seawall. The
loan principal is $57,671. Payments are $30,533 annually for 2 years, including
interest at 3.9%. The first principal payment is due in June 2005. This loan is being
financed entirely by a special assessment levied on properties benefiting from the
project. Approximately 50% of the assessment was collected in 2005. The balance
of the assessment will be collected in fiscal year 2006. Due to the nature of the
agreement, this note and activity related to it is recorded in an agency fund.
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NOTE G:

NOTE H:

TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

LONG-TERM DEBT (CONTINUED)

CAPITAL LEASE (CONTINUED)

The annual principal/lease requirements for all debt outstanding as of March 31,
2005, are as follows:

Sewer Bonds Copier Ambulance Fire Truck Fire Truck Seawall

2006 $ 175000 $ 1,056 $ 2,046 $22,264 $ 32,812 $ 28,284
2007 185,000 1,056 - - 28,843 29,387
2008 185,000 706 - - 20,971 -
2009 190,000 - - - 31,142 -
2010 195,000 - - - 32,360 -
2011 200,000 - - - 33,625 -
2012 200,000 - - - 34,940 -
2013 205,000 - - - 36,307 -
2014 130,000 -

$1.665.000 $ 2?819$l.9i6§2_2@ﬁ$l€ﬂ.0.0.0&ﬂﬁ11

ACCRUED INTEREST

GASB Statement No. 34 requires interest to be accrued for the long-term debt of
governmental activities for the government-wide financial statements. Proprietary
funds (sewer) have always recorded accrued interest, as they are governed by FASB
guidelines. The government-wide financial statements include the foliowing accrued
interest balances at March 31, 2005: $6,700.

Total interest expense for the Township for the year approximated $46,500.

FUND BALANCE/NET ASSETS

FUND BALANCE

The Township Board has taken action to appropriate or reserve surplus funds as
follows:

1. Denton Commercial Rehabilitation funds (pay backs) on hand at March 31, 2005,
have been pledged to help fund economic development plans in the Township.
The balance in the general fund at March 31, 2005, was $87,459.

2. The Ambulance Fund had $18,000 worth of medical supplies on hand at March
31, 2005.
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NOTE I:

NOTE J:

TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

PENSION PLAN

The Township of Denton contributes to a pension plan which is a defined contribution
pension plan administered by the Manufacturers Life Insurance Company.

A defined contribution pension plan provides pension benefits in return for services
rendered, provides an individual account for each participant, and specifies how
contributions to the individual’s account are to be determined instead of specifying
the amount of benefits the individual is to receive. Under the Township's defined
contribution pension plan, the benefits a participant will receive depends on the
amount contributed to the participant’s account and the returns earned on
investments of those contributions.

All full-time employees and elected officials between the ages of 18-75 are eligible to
participate in the plan. Contributions made by the Township and employees are fully
vested after the third full year. The participant will receive all vested benefits upon
termination of employment with the Township.

The plan requires the Township to contribute 10% of the eligible employees wages.
Additionally, each participant contributes 10% of their salary. The Township has met
all pension obligations for the year ended March 31, 2005. In addition, employees
may make voluntary contributions up to 5% of compensation. The Township’s
contribution for the year totaled $73,584.

No pension provision changes occurred during the year that affected the required
contributions to be made by the Township or its employees.

INSURANCE

The Township is exposed to various risks of losses related to torts; theft of, damage
to, and destruction of assets; error and omission,; injuries to employees; and natural
disasters. The Township participated in the Michigan Municipal Liability and Property
Pool, a self-insured group. The pool is considered a public entity risk pool. The
Township pays annual premiums to the pool for the respective insurance coverage.
In the event a pool’s total claims and expense for a policy year exceed the total
normal annual premiums for said years, all members of the pool’s policy year may be
subject to special assessment to make up the deficiency. The pool maintains
reinsurance for claims generally in excess of $500,000 for each occurrence with the
overall maximum coverage varying depending on the specific type coverage of
reinsurance. The Township has not been informed of any special assessments being
required. There were no significant changes in coverage, nor were there any
significant claims for the year. The Township carries commercial insurance for other
potential losses, including employee health and accident insurance.
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TOWNSHIP OF DENTON
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2005

NOTE K: CONTINGENT LIABILITIES

NOTE L:

NOTE M:

MSHDA GRANT

During its most recent monitoring of MSHDA’s Community Development Block Grant
(CDBG) program, HUD issued a formal finding that MSHDA was not adequately
tracking CDBG program income and ensuring that it be expended on eligible
activities. To “clear” that finding, MSHDA is requiring repayment of these funds.
Denton Township is affected by this decision, as it was a recipient of such monies.
The HUD requirement applies only to the CDBG-funded portion of the 1978-1985
program. Additionally, program income expended prior to January 1, 1999 has been
forgiven, and repayment is not necessary. Denton Township’s CDBG did not begin
until 1982, so the Township is responsible to pay back a pro-rata portion of income
earned from 1982-1985, of which was expended after January 1, 1999. This amount
has not yet been determined.

COMMITMENT

In March 2003, the Township entered into a 5-year contract commencing May 1,
2003 and ending March 31, 2008 with Waste Management of Michigan, Inc. for trash
collection services. This monthly fee for services is $5.54 per livable residential
dwelling/unit for the first year and may increase 3% in subsequent years.

DEFICIT FUND BALANCE

The Recreation Park fund carries a deficit fund balance of $6,246 at March 31, 2005.
The Township intends to transfer funds to cover this deficit in fiscal year 2006.
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REVENUES

Property Taxes and Assessments

Intergovernmental:
State Shared Revenue
Trailer Tax
Swamp Tax

Charges for Services:
Cemetery Services
Rehab Program Payments
Summer Tax Collection Fees
Other Fees

Rent

Licenses and Permits

Interest

Other

Total Revenues

EXPENDITURES
GENERAL GOVERNMENT

Township Board:
Salaries - Permanent Employees
Salaries - Board
Fringe Benefits
Office Supplies
Repairs and Maintenance
Professional Services
Transportation and Meals
Community Promotion
Printing and Publishing
Insurance and Bonds
Equipment Rental
Membership, Dues and Education
Miscellaneous / Contingency
Equipment

Total Township Board

TOWNSHIP OF DENTON
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND

YEAR ENDED MARCH 31, 2005

VARIANCE

FROM FINAL

FINAL AMENDED

ORIGINAL  AMENDED BUDGET
BUDGET BUDGET ACTUAL  (UNFAVORABLE)
$ 253780 $ 253,780 $ 345528 $ 91,748
350,000 350,000 400,437 50,437
900 900 961 61
- - 6,439 6,439
9,800 9,800 9,815 15
18,000 18,000 17,174 (826)
16,000 16,000 16,000 -
8,250 8,250 11,801 3,551
13,380 13,380 13,380 -
102,000 102,000 105,211 3,211
26,300 26,300 45,238 18,938
47,030 47,030 44,556 (2,474)
$ 845440 $ 845440 $ 1,016,540 $ 171,100
$ 40400 $ 40,400 $ 39,575 §$ 825
7,550 7,550 7,600 (50)
35,463 35,463 37,061 (1,598)
15,000 15,000 16,593 (1,593)
900 900 403 497
24,000 42,000 35,342 6,658
225 225 59 166
1,000 1,000 600 400
1,800 1,800 1,811 (11)
10,000 13,476 13,476 .
6,000 6,000 5,620 380
8,000 8,000 7,421 579
1,000 1,000 290 710
151,338 172,814 165,851 6,963
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TOWNSHIP OF DENTON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL

GENERAL FUND
YEAR ENDED MARCH 31, 2005

VARIANCE
FROM FINAL
FINAL AMENDED
ORIGINAL AMENDED BUDGET
BUDGET BUDGET ACTUAL (UNFAVORABLE)
Supervisor:
Salary 37,000 37,000 37,000 -
Fringe Benefits 9,472 9,472 8,385 1,087
Office Supplies - - 10 (10)
Membership, Dues and Education 1,500 1,500 1,639 (39)
Transportation and Meals 1,125 1,125 164 961
Equipment - - 319 (319)
Miscellaneous - - - -
Total Supervisor 49,097 49,097 47,417 1,680
Assessor:
Salaries 64,444 64,444 64,957 (513)
Fringe Benefits 21,458 21,458 20,193 1,265
Office Supplies 6,000 6,000 5,342 658
Membership, Dues and Education 1,000 1,000 1,158 (158)
Transportation and Meals 850 850 579 271
Printing and Publishing 75 75 - 75
Equipment 500 500 - 500
Maintenance 500 500 26 474
Misc Expense 500 500 - 500
Professional Services 400 400 25 375
Total Assessor 95,727 95,727 92,280 3,447
Election Board:
Wages 4,500 4,500 4,312 188
Fringe Benefits - - 112 (112)
Printing and Publishing 30 30 14 16
Transportation and Meals 150 150 83 67
Equipment and Other 950 950 86 864
Office Supplies 3,500 3,500 2,708 792
Total Election Board 9,130 9,130 7,315 1,815
Computer Department:
Equipment and Supplies 14,800 14,800 13,079 1,721
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TOWNSHIP OF DENTON
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED MARCH 31, 2005

VARIANCE
FROM FINAL
FINAL AMENDED
ORIGINAL AMENDED BUDGET

BUDGET BUDGET ACTUAL (UNFAVORABLE)

Township Clerk:

Salaries 31,000 31,000 31,000 -
Fringe Benefits 14,772 14,772 14,620 152
Office Supplies 225 225 44 181
Membership, Dues and Education 1,500 1,500 1,258 242
Transportation and Meals 500 500 322 178
Total Township Clerk 47,997 47,997 47,244 753
Township Treasurer:
Salaries 31,000 31,000 31,000 -
Fringe Benefits 8,272 8,272 7,923 349
Office Supplies 5,500 5,500 5,544 (44)
Transportation and Meals 300 300 22 278
Membership, Dues and Education 2,500 3,330 3,331 )]
Printing and Publishing - - - -
Total Township Treasurer 47,572 48,402 47,820 582
Board of Review:
Contract Labor and Wages 1,300 1,300 901 399
Miscellaneous 930 930 673 257
Total Board of Review 2,230 2,230 1,574 656
Township Hall and Grounds:
Salaries - - - -
Fringe Benefits - - - -
Office Supplies 2,900 2,900 3,069 (169)
Repairs and Maintenance 4,800 4,800 3,414 1,386
Communications 4,600 4,600 5,438 (838)
Utilities 16,516 16,516 15,640 876
Insurance - - - -
Equipment 2,000 2,000 920 1,080
Building/Land 20,750 20,750 62,923 (42,173)
Transportation and Meals - - - -
Land Purchase - - - -
Miscellaneous 1,300 1,300 290 1,010
Total Township Hall and Grounds 52,866 52,866 91,694 (38,828)
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TOWNSHIP OF DENTON
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED MARCH 31, 2005

VARIANCE
FROM FINAL
FINAL AMENDED
ORIGINAL AMENDED BUDGET
BUDGET BUDGET ACTUAL (UNFAVORABLE)
Cemetery:
Wages and Fringe Benefits 4,845 4,845 3,564 1,281
Office Supplies 1,500 1,500 1,066 434
Utilities 225 225 88 137
Repair and Maintenance 500 500 125 375
Insurance 300 300 406 (106)
Building and Land 1,000 1,000 - 1,000
Equipment and Other 1,550 1,550 30 1,520
Total Cemetery 9,920 9,920 5,279 4,641
Total General Government 480,677 502,983 519,553 (16,570)

PUBLIC SAFETY

Civilian Emergency Response Training - - 13,174 (13,174)
Building Agency 98,000 98,000 101,406 (3,406)
Total Public Safety 98,000 98,000 114,580 (16,580)
COMMUNITY AND ECONOMIC
DEVELOPMENT
Zoning:
Salaries 28,065 28,085 25,820 2,245
Fringe Benefits - 8,224 8,224 5,307 2,917
Office Supplies - - - -
Professional Services 10,000 10,000 4,694 5,306
Printing and Publishing 1,000 1,000 767 233
Insurance - - - -
Membership, Dues and Education 1,200 1,200 75 1,125
Transportation and Meals 800 800 428 372
Miscellaneous 200 200 319 (119)
Total Zoning 49,489 49,489 37,410 12,079
Township Rehabilitation: 11,300 12,975 11,675 1,300
Total Community and Economic
Development 60,789 62,464 49,085 13,379
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PUBLIC WORKS

Maintenance:
Wages - Septic
FICA
Office/Operating Supplies
Uniforms
Repair/Maintenance Building/Land
Meals
Equipment

Total Public Works

Total Expenditures

Excess (Deficiency) of Revenues over
Expenditures

OTHER FINANCING SOURCES:
Ambulance
Roads
Houghton Lake improvement Board
Recreation/Park
Trash

Total Other Financing Sources

Excess (Deficiency) of Revenues over
Expenditures and Other Uses

Fund Balance - April 1

Fund Balance - March 31

TOWNSHIP OF DENTON
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND

YEAR ENDED MARCH 31, 2005

VARIANCE
FROM FINAL
FINAL AMENDED
ORIGINAL  AMENDED BUDGET
BUDGET BUDGET ACTUAL  (UNFAVORABLE)
86,980 86,980 88,106 (1,126)
34,694 34,694 32,931 1,763
1,600 1,600 948 652
700 700 252 448
4,500 4,500 1,979 2,521
2,500 2,500 2,220 280
75,000 85,000 83,595 1,405
205,974 215,974 210,031 5,943
845,440 879,421 893,249 (13,828)
- (33,981) 123,291 157,272
- - 53,600 53,600
- - 53,600 53,600
- (33,981) 176,891 210,872
1,562,112 1,562,112 1,562,112 -
$ 1,562,112 $ 1,528,131 $ 1,739,003 §$ 210,872
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TOWNSHIP OF DENTON
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
AMBULANCE FUND
YEAR ENDED MARCH 31, 2005

REVENUES

Property Taxes and Assessments
Charges for Services:
Response Fees
Insurance Reimbursements
Intercept Fees
Training Program Fees

Interest
Donations
Other

Total Revenues

EXPENDITURES

Public Safety:
Salaries, Wages and Payroll Taxes
Health Insurance

Pension

Contract Wages

Supplies and Uniforms
Repairs and Maintenance
Miscellaneous
Professional Services
Insurance

Education and Training
Capital Outlay

Utilities

Debt Service:
Ambulance Payment

Total Expenditures

Excess (Deficiency) of Revenues over
Expenditures

Fund Balance - April 1

Fund Balance - March 31

VARIANCE

FROM FINAL

FINAL AMENDED

ORIGINAL  AMENDED BUDGET
BUDGET BUDGET ACTUAL  (UNFAVORABLE)
$ 312,860 $ 312,860 $ 327,657 $ 14,797
3,000 3,000 100 (2,900)
450,300 450,300 491,634 41,334
95,000 95,000 94,500 (500)
30,000 30,000 25,270 (4,730)
- - 1,922 1,922
- - 20 20
4,000 4,000 3,311 (689)
$ 895160 $ 895160 $ 944414 $ 49,254
$ 605274 $ 605274 $ 581,858 §$ 23,416
55,463 55,463 49,924 5,539
36,426 36,426 36,022 404
26,450 26,450 20,399 6,051
20,860 20,860 20,776 84
6,800 6,800 811 5,989
3,600 3,600 1,973 1,627
18,400 18,400 15,726 2,674
54,100 54,100 54,694 (594)
31,280 31,280 2,797 28,483
11,302 11,302 10,782 520
25,205 25,205 25,204 1
895,160 895,160 820,966 74,194
- - 123,448 123,448
599,687 599,687 599,687 -
$ 599687 $ 599687 $ 723135 $ 123,448
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REVENUES
Taxes and Assessments
Other iIncome

Total Revenues

EXPENDITURES

Public Works:
Salaries and Benefits
Supplies
Repairs and Maintenance
Professional Fees
Miscellaneous
Trash Collection Costs
Utilities
Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues over
Expenditures

Fund Balance - April 1

Fund Balance - March 31

TOWNSHIP OF DENTON
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL

TRASH FUND
YEAR ENDED MARCH 31, 2005
VARIANCE
FROM FINAL
FINAL AMENDED
ORIGINAL AMENDED BUDGET

BUDGET BUDGET ACTUAL (UNFAVORABLE)

$ 209315 $ 209315 $ 232,333 $ 23,018
138,018 138,018 3,170 (134,848)

$ 347,333 $ 347,333 $ 235503 $ (111,830)
$ 24283 % 24283 $ 23762 $ 521
1,000 1,000 448 552

9,000 9,000 1,015 7,985
450 450 500 (50)

2,000 2,000 746 1,254
306,300 306,300 316,527 (10,227)
1,300 1,300 1,240 60

3,000 3,000 - 3,000
347,333 347,333 344,238 3,095
- - (108,735) (108,735)

155,635 155,635 155,635 -
$ 155635 $ 155635 $ 46,900 $ (108,735)
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TOWNSHIP OF DENTON
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
HOUGHTON LAKE IMPROVEMENT BOARD
YEAR ENDED MARCH 31, 2005

VARIANCE
FROM FINAL
FINAL AMENDED
ORIGINAL AMENDED BUDGET
BUDGET BUDGET ACTUAL (UNFAVORABLE)
REVENUES
Contributions
Local units of government $ - $ - $ - % -
State - - - -
Interest 25,000 25,000 26,001 1,001
Special assessment 998,000 308,500 229,100 (79,400)
Other - - - -
Total Revenues 1,023,000 333,500 255,101 (78,399)
EXPENDITURES
General Government
Postage & Supplies 4,400 4,600 1,657 2,943
Professional Fees 1,100 1,100 800 300
Studies & Special Projects 146,500 146,500 128,263 18,237
Milfoil treatment - - - -
Miscellaneous 18,000 17,800 4,186 13,614
Total Expenditures 170,000 170,000 134,906 35,094
Excess (Deficiency) of Revenues
over Expenditures 853,000 163,500 120,195 (43,305)
Fund Balance - April 1 1,438,052 1,438,052 1,438,052 -
Fund Balance - March 31 $ 2291052 $ 1,601,552 $ 1,558,247 §$ (43,305)
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Walter J. Keskine, CPA.
Jeffrey B. Cook, CPA.
Richard W. Miller, CPA.
Ronald D. Alexander, CPA.

Keskine, Cook, Miller ‘& Alexander LLP Curt A. Reppuhn, CPA.

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

May 12, 2005

To the Board of Trustees
Township of Denton

We have audited the financial statements of Township of Denton for the year ended
March 31, 2005, and have issued our report thereon dated May 12, 2005.
Professional standards require that we provide you with the following information
related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated April 13, 2005, our responsibility, as
described by professional standards, is to plan and perform our audit to obtain
reasonable, but not absolute, assurance that the financial statements are free of
material misstatement and are fairly presented in accordance with U.S. generally
accepted accounting principles. Because an audit is designed to provide reasonable,
but not absolute assurance and because we did not perform a detailed examination
of all transactions, there is a risk that material misstatements may exist and not be

detected by us.

As part of our audit, we considered the internal control of Township of Denton.
Such considerations were solely for the purpose of determining our audit procedures
and not to provide any assurance concerning such internal control.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting
policies. In accordance with the terms of our engagement letter, we will advise
management about the appropriateness of accounting policies and their application.
The significant accounting policies used by Township of Denton are described in
Note B to the financial statements. No new accounting policies were adopted and
the application of existing policies was not changed during the year ended March
31, 2005. We noted no transactions entered into by Township of Denton during
the year that were both significant and unusual, and of which, under professional
standards, we are required to inform you, or transactions for which there is a lack
of authoritative guidance or consensus.

P.O. BOX 962 - GAYLORD, MICHIGAN 49734
PHONE (989) 732-7515 - FAX (989) 732-7790




Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experlence about past
and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial
statements and because of the possnblllty that future events affecting them may
differ sxgnlﬂcantly from those expected. The most sensitive estimates affecting the
financial statements was:

Management’s estimate of Building and Equipment useful lives affecting
past/current year depreciation computations. We evaluated the key factors and
assumptions used to develop the estimate in determining that it is reasonable in
relation to the financial statements taken as a whole.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in our judgement, may not
have been detected except through our auditing procedures. An audit adjustment
may or may not indicate matters that could have a significant effect on the
Township of Denton’s financial reporting process (that is, cause future financial
statements to be materially misstated). In our judgement, none of the adjustments
we proposed, either individually or in the aggregate, indicate matters that could
have a significant effect on the Township of Denton’s financial reporting process.

Disagreements with Management

‘For purposes of this letter, professional standards define a disagreement with

management as a matter, whether or not resolved to our satisfaction, concerning a
financial accountmg, reporting, or auditing matter that could be significant to the
financial statements or the auditor’s report. We are pleased to report that no such

disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about
auditing and accounting matters, similar to obtaining a “second opinion” on certain
situations. If a consultation involves application of an accounting principle to the
governmental unit’s financial statements or a determlnatlon of they type of auditor’s
opinion that may be expressed on those statements, our professional standards
require the consulting accountant to check with us to determine that the consultant
has all the relevant facts. To our knowledge, there were no such consultations with

‘other accountants.



Issues Discussed Prior to Retention of lndependent Auditors

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as
the Township of Denton’s auditors. However, these discussions occurred in the
normal course of our professional relationship and our responses were not a
condition to our retention. :

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing
our audit.

Comments & Recommendations

During our audit we noted the Recreational Park Fund is carrying a deficit fund
balance. It appears a budgeted transfer was not made. A deficit elimination plan
should be implemented immediately to address this issue.

Very truly yours,

KV (.p mabexal, L wr?

Keskine, Cook, Miller & Alexander LLP



